Business Outlook, Vol. 10, No. 1, Fall 1993 by unknown
Business Outlook 
for West Michigan 
Volume 10 Number 1 Article 1 
9-1-1993 
Business Outlook, Vol. 10, No. 1, Fall 1993 
Follow this and additional works at: https://research.upjohn.org/bus_outlook 
Citation 
W.E. Upjohn Institute. 1993. Business Outlook for West Michigan 10(1). 
https://research.upjohn.org/bus_outlook/vol10/iss1/1 
This title is brought to you by the Upjohn Institute. For more information, please contact repository@upjohn.org. 
Vol. X, No. 1 W.E. Upjohn Institute for Employment Research Fall 1993
for West Michigan
Forecast
• Consumer Spending Sparks Growth
Feature Article
• The Michigan Disability Prevention Study




W. E. Upjohn Unemployment Trustee Corporation
Preston S. Parish, Chairman
Ray T. Parfet, Jr., Vice Chairman
James H. Duncan, Secretary-Treasurer




Randall W. Eberts, Executive Director 
W. E. Upjohn Institute for Employment Research
BUSINESS OUTLOOK for West Michigan is published four times a year by 
the W. E. Upjohn Institute for Employment Research. The Institute, a non 
profit research organization, is an activity of the W. E. Upjohn Unemployment 
Trustee Corporation, which was formed in 1932 for the purpose of carrying on 





George A. Erickcek 
Editor







Assistant to the Editor
Vol.X,No.l 
Fall 1993
W.E. UPJOHN INSTITUTE for Employment Research
Contents
Business Outlook Discussion Paper 
The Michigan Disability Prevention Study..................................... 1
Business Outlook for West Michigan 
Consumer Spending Sparks Growth......................................... 13
Business Outlook for the Battle Creek Area..................................... 20
Business Outlook for the Benton Harbor Area................................... 22
Business Outlook for the Grand Rapids Area.................................... 24
Business Outlook for the Kalamazoo Area...................................... 26
Business Outlook for the Muskegon Area ...................................... 28
Appendix Tables
•Index of Help-Wanted Advertising ......................................... 30
•Index of Leading Indicators............................................... 30
•Components of the Index of Leading Indicators............................... 31
•Employment Data for West Michigan Labor Market Areas and Michigan........... 32
•Vacancy Rates for Selected Metropolitan 
Labor Market Areas in Michigan .......................................... 33
•Population by Age Groups: Five Metropolitan Areas in West Michigan ............ 33
•1991 Earnings by Industry for Selected Counties of Michigan ................... 34
•Consumer Price Index ................................................... 34
•Selected Labor Market Indicators .......................................... 35
•Commercial Banking Data ............................................... 35
•Population and Income Update for Selected Areas............................. 36
•Existing Homes Sales ................................................... 36
Construction Index, Third Quarter 1983-Third Quarter 1993 ....................... 37
We gratefully acknowledge the following organizations 
as sponsors of Business Outlook
VALLEY




The Michigan Disability Prevention Study
H. Allan Hunt 
Rochelle V. Habeck
Introduction
Disability in the workplace has become a central concern 
for business and labor, as the economic and human costs 
continue to grow unchecked. The extensive personal losses 
associated with disability, the staggering consequences in 
health care and related expenditures, and the productivity 
losses associated with disability have gained increasing rec 
ognition as costs that affect all of us. Further, because of 
policy initiatives such as ADA, and significant demographic 
changes in the numbers and skill levels available in the 
labor force, companies today feel compelled to maintain the 
health and productive employment of their current workers 
and to accommodate workers who develop chronic impair 
ments.
Clearly, the unacceptably high incidence of workplace 
injury and disability constitutes a major social problem. The 
Bureau of Labor Statistics, U.S. Department of Labor esti 
mates that 7 in every 100 workers suffer a nonfatal work 
injury every year, or 6.2 million injured workers in 1988. 
These injuries resulted in 2.9 million lost workday cases, 
which include an average of 19 lost workdays per case, or 
55 million total lost workdays (BLS, 1990). In 1989, nearly 
two million workers sustained injuries that resulted in dis 
abilities. At that time, the cost of occupational injury was 
conservatively estimated at $83 billion (Hensler, 1991). 
Burton (1992) projected that employers' direct costs of 
workers' compensation insurance alone passed the $60 bil 
lion level in 1991. Chelius, Galvin, and Owens (1992) 
found that total disability costs comprised slightly more 
than 8 percent of payroll in a small nonrandom sample of 
firms they studied.
Further, the rate of increase in the cost of workers' com 
pensation and other disability insurance programs has been 
astronomical. From 1980 to 1989, the last year for which 
figures are available, the average medical claim in workers' 
compensation rose from $1,741 to $5,370, while the aver 
age wage-loss claim increased from $4,522 to $10,735 
(Thompson, 1991). The incidence rate for occupational 
injuries and illnesses has also been on the rise since 1982, 
and thus far no one has offered a fully acceptable explana 
tion. The number of workdays lost to occupational injury 
has been increasing steadily since 1982, resulting in over 92 
lost workdays per 100 full-time workers in Michigan by 
1988 (MIOSHA, 1990). Of course, these figures do not 
account in any way for the immeasurable personal conse 
quences of pain, suffering, stress, and reduced quality of life 
for injured workers and their families.
In the face of these trends, it is apparent that the safety 
and accident prevention programs of the past are not suffi 
cient to achieve disability cost containment today. It is nec 
essary to go beyond safety and accident prevention methods 
to an integrated disability prevention and management 
approach, including accident prevention, injury manage 
ment, claims management, and return-to-work techniques. 
The National Industrial Rehabilitation Corporation (1991) 
estimates that companies can reasonably expect a 25 to 30 
percent cost reduction in workers' compensation costs after 
the first year of implementing a disability management pro 
gram, and that cost reductions can be nearly twice as great 
when long-term, relatively inactive cases are resolved.
Rousmaniere (1990) claims that roughly 50 percent of 
the costs that result from injuries depends on how the com 
pany responds to and manages injuries after they occur. This 
was confirmed in our previous study (Habeck, Leahy, Hunt, 
Chan, and Welch, 1991), which found that a sample of 
poorly performing Michigan employers had twice as many 
MIOSHA recordable incidents, but four times as many 
workers' compensation claims as a sample of high perfor 
mance employers. This implies that what happens after the 
injury may be as important as preventing the injury from 
occurring in the first place.
This research project, "Disability Prevention Among 
Michigan Employers," was designed to provide statistically 
valid and behaviorally reliable empirical evidence to show 
the impact of workplace policies and practices on the pre 
vention and management of disability. The strategy adopted 
was to use a cross-section of firms to study the contributions 
of these policies and practices in explaining individual com 
pany accident and disability experience. Once these rela 
tionships are established, it is reasonable to infer that
companies that adopt these injury prevention and disability 
management techniques should be able to improve their 
performance to match the performance of those companies 
already using these methods.
Methodology and Data
This report of research highlights is based upon a three- 
year project to verify and extend the results of the pilot 
study completed in 1988 (Habeck, Leahy, and Hunt, 1988). 
That earlier study demonstrated that: (1) There was great 
variation in workers' compensation claim rates among 
Michigan firms. Analysis of administrative data revealed at 
least a tenfold variation between the incidence of claims at 
the best and worst establishments in each of 29 industries 
reviewed. (2) The variation in claims incidence could only 
partially be explained by differences in industry, size, and 
location. In fact, only 25 percent of the variance could be 
explained by these three factors. (3) Anonrandom sample of 
high-claim firms had twice as many injuries, but four times 
as many workers' compensation claims as an equivalent 
nonrandom sample of low-claim firms. (4) There were a 
number of self-reported organizational policies and prac 
tices that correlated with low claim rates. Among these were 
an open managerial style and a corporate culture that dis 
played an obvious human resource orientation. In addition, 
low-claim firms reported that they more frequently engaged 
in safety and prevention activities than high-claim firms. 
They also more often reported employing procedures to pre 
vent and manage disability after an accident had occurred.
The present project extends these findings in a number of 
ways. First, the empirical base was expanded to encompass 
seven industries, including six of the eight most hazardous 
industries according to MIOSHA, plus the most hazardous 
of the service industries. 1 The study also extended the list of 
behaviorally observable variables through a redesign and 
expansion of the data collection instrument from the pilot 
study. It enlarged the survey sample from 124 to 220 estab 
lishments and substantially increased its analytical value by 
drawing a random sample from the seven target industries. 
It replicated the pilot study by analyzing administrative data 
as well as survey data, but it significantly extended the 
research design by including on-site visits to a subsample of 
32 of the 220 surveyed firms. For reasons of budget con 
straint and feasible sample size, the study confined its atten 
tion to establishments with more than 100 employees. Thus 
the project studied establishments in three size categories, 
100 to 249, 250 to 499, and over 500 employees, from each 
of the seven industry groupings.
Figure 1 shows the conceptual model that guided this 
project from its inception. General characteristics of the 
company environment (e.g., workforce make-up, size, 
unionization) are taken as given. Considered as major influ 
ences stemming from the managerial philosophy and lead 
ership style of the company are the degree of orientation to 
people (people oriented culture) and the involvement of top 















In addition to these "managerial" factors,,there are three 
general sets of policy and practice interventions studied 
here. First is safety intervention, that is, the attempt to pre 
vent injuries from happening at all. This is the oldest and 
most established of the policy and practice areas studied for 
this project, and our empirical results show that it is still 
critically important to success.
Second is disability intervention, or disability manage 
ment. This includes several techniques that are gaining 
more and more currency among business establishments 
today as effective strategies to minimize the disability con 
sequences of injuries and diseases arising from the work 
place. Third is health promotion, which represents an 
attempt to intervene directly with the individual to encour 
age more healthy lifestyles, in the expectation that this will 
reduce the likelihood of an injury or disease, or reduce the 
lost worktime resulting from a given injury or disease pro 
cess. Any of these interventions could reduce the overall 
incidence of work-related disability; the question this study 
seeks to answer is "by how much?"
The impact of these interventions was measured by firm 
performance on four levels of disability outcomes, reflect 
ing the sequential phases in the process; the incidence of 
injuries and the incidence of work-related disability (lost 
workday cases and workers' compensation wage-loss 
claims), the duration of disability, and overall disability pre 
vention and management performance (total lost worktime). 
The study seeks to measure the marginal impact of the three 
levels of intervention on each of the four outcomes. Our 
empirical analysis correlates employer-reported levels of 
achievement on these policies and practices (independent 
variables) with employer-reported performance on the dis 
ability outcome measures (dependent variables), while con 
trolling for a set of establishment characteristics (control 
and covariate variables).
The data collection and instrument development pro 
cesses were guided by a multidisciplinary team. It utilized 
experts and scholarly literature from safety and prevention, 
disability management, workers' compensation, and 
research methods. The project was conducted in a collabo 
rative manner that encouraged input from our business, 
labor, and government advisory committee, the sponsoring 
SET Division of the Michigan Department of Labor and its 
SET Consultants, statistical experts, and other subject mat 
ter experts from both the business and academic worlds.
The primary database for the study consisted of the 220 
employer responses to the random sample survey conducted 
in seven industries in the first half of 1991. The survey 
achieved a response rate of 46 percent, with three mailings 
and a final telephone follow-up. The 9-page survey instru 
ment gathered self-reported information about how fre 
quently firms achieve some 95 specific behaviors (0 percent 
of the time (never), 25 percent, 50 percent, 75 percent, or 
100 percent of the time (always)). In addition, companies 
were asked to provide data about the number of injuries, lost 
workday cases, lost workdays, and the number of disability 
claims experienced over the 1986 through 1989 period.
Administrative data were also obtained from the Michi 
gan Employment Security Commission and the Bureau of 
Workers' Disability Compensation for the survey firms and 
all other firms. This allowed comparison of workers' com 
pensation claims experience of respondents to the survey 
with nonrespondents. Since only 46 percent of surveyed 
firms responded, it is important to control for nonresponse 
bias in generalizing these findings to a broader population. 
Survey respondent firms were larger in size and generally 
better performers than nonrespondents when compared on 
their workers' compensation claim experience reported in 
the administrative data. Respondents realized about 20 per 
cent fewer workers' compensation claims and 20 percent 
lower workers' compensation payments than nonrespon 
dents. Firms in the Detroit metro area were less likely than 
others to respond, while firms in the Grand Rapids metro
area were more likely to respond. There were no statistically 
significant differences in response rates by industry. The 
conclusion is that there is some response bias evident in the 
data, but that it can be contained through size and industry 
controls.
The hypotheses to be tested regard the impact of the pol 
icy and practice behaviors on the firm's performance in pre 
venting disability and mitigating its duration. Thus, the way 
in which the behavioral scale items are organized is impor 
tant to understanding the results. The 95 behavioral items 
were originally organized into eight scales for collection on 
the survey instrument. These were regrouped and reclassi- 
fied, based on a factor analysis that took into account the 
ways in which the responses cluster together, into the eight 
policy and practice variables used here. We describe the 
eight policy and practice variables before highlighting the 
empirical findings.
People Oriented Culture
This factor represents behaviors and policies that stem 
from conscious decisions on the part of management to cul 
tivate and involve its human resources in positive ways. 
These decisions are reflected in:
 positive work relationships and employee morale
• attention to interpersonal skills and open communica 
tion
  regular and meaningful involvement of employees in 
company operation and decisions
• sharing and seeking information
It is unlikely that a culture of this type could be achieved 
without formal means in a large organization; it is likely to 
be an articulated management value with structure and pro 
cess mechanisms to support and realize these aims. In small 
organizations, where the operational manager has direct 
involvement with all employees, it may reflect sheer force of 
personality of key leaders.
Active Safety Leadership
This factor refers to the personal responsibility and par 
ticipation that top management and company leaders at all 
levels assume for safety. Such leadership includes:
  implementing a system of accountability for safety at 
all levels to assure participation
• modeling vigilance in the investigation of identified 
risks and hazards
• continually identifying risks through a comprehensive 
system of data analysis and reporting
• committing resources to address and respond to safety 
needs
  seeing that he/she is personally knowledgeable of 
safety risks
  demonstrating support of designated leaders in safety 
initiatives
Active Safety Leadership operationalizes the concept of 
"management commitment" that is identified by practition 
ers as an essential aspect of successful safety efforts in any 
company.
Safety Diligence
This factor describes the rigorous behaviors of compa 
nies that act on their stated safety goals and put their safety 
measures into practice. Safety diligence is evident in:
  excellent housekeeping and continuous equipment 
maintenance
  timely investigation of risks and accidents that uses 
problemsolving for immediate correction and future 
prevention
  constant compliance with company safety measures 
and the use of disciplinary action for violations
• emphasis on safety in all aspects of plant operations 
Mastering these behaviors requires that managers, 
supervisors, and employees accept safety as a central part 
of work operations and have integrated critical behaviors, 
work processes, and safety procedures as a regular part of 
their functions.
Ergonomic Solutions
This is a small factor of four items that represent strate 
gies used to address problems of repetitive motion and 
stress and strain injuries. These include:
  reducing lifting demands
  reducing repetitive movements
• improving work flow
• modifying assigned tasks
As measured in this factor, the strategies reflect correc 
tive ergonomic solutions that would be utilized after a work 
place problem is recognized, in contrast to ergonomic 
strategies designed into the original work environment to 
prevent ergonomic risks from occurring.
Safety Training
This factor consists of four items that address the timely 
provision of safety information that:
• includes regular employees, temporarily assigned and 
new employees, and supervisors
• addresses all relevant hazards and applicable safe 
work practices
• is provided prior to undertaking duties and on an ongo 
ing basis
Disability Case Monitoring
This factor describes administrative procedures and a 
managerial process for monitoring disability cases on a 
consistent basis by a designated representative of the com 
pany. Such procedures include:
• monitoring the validity, progress, and outcomes of lost 
time cases
  evaluating the disability process at critical points
  consulting with providers of health care, case manage 
ment, and rehabilitation services
However, the manner in which these functions are car 
ried out can vary greatly according to the human resource 
philosophy of the firm and/or the interpersonal skills of its 
representatives. When employees perceive the motivation of 
these procedures to be directed solely at achieving control 
and cost containment, they may in fact promote an adver 
sarial climate.
Proactive Return-to-Work (RTW) Program
This factor describes supportive, company-based inter 
ventions for personally assisting the parties involved in an 
injury or disability, from the beginning of the incident to its 
positive resolution. In a proactive program the actions and 
responsibilities of individuals within the company and 
external providers are spelled out and related to the goal of 
resumption of employment. Specific aspects include:
  active involvement of the injured employee and his/her 
supervisor throughout the RTW process
• creative placement strategies to accommodate and 
accomplish RTW
  cooperative involvement across departments in the firm 
to achieve RTW
  timely and continuous coordination of external provid 
ers with the RTW goals
Taken together, the items describe a planned and coordi 
nated effort by the organization for the return-to-work of 
injured employees.
Wellness
This factor contains three items that indicate a com 
pany's orientation to health promotion as measured by:
• commitment of resources to support health promotion 
or wellness
  top management support and participation
 provision of data about health status and risk factors to 
employees
These indicators suggest a company that has gone 
beyond expressing interest in wellness and has begun to 
ope rationalize this commitment as a part of its corporate 
culture and its benefit programs.
Empirical Findings
This section highlights the association between levels of 
achievement of the policy and practice behavioral variables 
and the disability prevention and management performance 
measures.
Summarized here are the results of multivariate regres 
sion analyses of four disability performance measures over 
the period from 1987 through 1989. The measures include: 
lost workday cases per 100 workers, lost workdays per lost 
workday case, workers' compensation wage-loss claims per
100 workers, and total lost workdays per 100 workers. In 
each estimated equation, the simultaneous influence of a set 
of explanatory variables on the outcome measure is 
assessed. These explanatory variables fall into three groups; 
control variables, covariates, and independent variables.
The control variables represent the employment size and 
industry of the establishment. They control for differences 
in final product, production technique, and other determi 
nants of the inherent accident and disability risks of the 
firm. They also differentiate between the performance levels 
of establishments of different sizes, on the assumption that 
there are economies of scale in preventing injuries and dis 
abilities. It would be unreasonable to suppose that a firm of 
100 employees has the same policy options or resources as a 
firm of 1,000 employees.
The covariates used vary with the specific outcome mea 
sure, but include such things as the percent of employees at 
the establishment with less than one year of experience, the 
percent of the workforce that is salaried, the presence of a 
union, the nature of the workers' compensation insurance 
arrangement, the wage level for hourly employees, and oth 
ers. These variables were designed to hold constant the 
influence of specific establishment factors other than the 
independent policy and practice variables, so that the impact 
of the independent variables could be determined without 
interference from these factors, which are important but not 
directly linked to intervention.
In regard to impacts attributed to the covariates, our 
results show that most injury and disability measures vary 
positively and significantly with the percent of employees 
with less than one year of tenure, with self-insured workers' 
compensation insurance status, and with the presence of a 
union. Wage level effects are negative, when significant, 
meaning that establishments with higher wage levels gener 
ally have lower disability incidence. As for the control vari 
ables, usually the mid-sized firms (250 to 499 employees) 
have the poorest performance on disability measures and 
the large firms (over 500 employees) have the best. These 
results are not always consistent across the various outcome 
measures, however, and the details are not reported here in 
the interest of brevity. 2
Finally, the independent variables are those for which the 
study was specifically designed to quantify the connection 
with the disability outcome variables. The independent vari 
ables are the eight policy and practice variables introduced 
in the last section. These variables are grouped according to 
theoretical expectations about their influence and are 
reported together in a graphical presentation. In each analy 
sis, the variation in disability performance outcome associ 
ated with a 10 percent difference in the independent variable 
is pictured, so that the terms of reference always have the 
same relative magnitude. The representation is in percent 
age terms to facilitate interpretation of the degree of the 
relationship regardless of the actual levels of performance 
observed 3
Two of the policy and practice variables have been 
treated separately, namely Active Safety Leadership and 
People Oriented Culture. These managerial variables deter 
mine the attitudinal and relational environments that are 
essential underpinnings for successful implementation and 
acceptance of policies and programs to achieve safety and 
return to work (see figure 1). Thus they are probably neces 
sary, although not sufficient, conditions for achieving suc 
cessful disability prevention and management. However, 
because of the fact that the managerial and operational ele 
ments tend to occur together, it is difficult to isolate the 
influence of both managerial and operational elements 
simultaneously. Therefore, these managerial dimensions are 
not featured in this summary, however they will be dis 
cussed briefly under lost workday rates below.
Lost Workday Case Rate
Figure 2 is the first graphic representing the analysis 
approach explained above. It depicts the effect that a 10 per 
cent greater level of performance on each of the specific 
operational variables has on the number of lost workday 
cases per 100 employees each year, averaged over the 1987- 
89 period.4 It includes the study variables of Safety Dili 
gence, Ergonomic Solutions, and Safety Training. Figure 2 
shows that a 10 percent higher self-reported score on Safety 
Diligence is associated with 13 percent lower incidence of 
lost workday cases across our sample. The asterisk indicates 
that this coefficient is significantly different from zero at a 
95 percent confidence level (one-tailed test). This is a very 
impressive impact for the Safety Diligence dimension. It 
indicates that rigorous pursuit of safety goals pays substan 
tial dividends in reduced injuries.
In addition, figure 2 shows that there are substantial 
gains to be achieved through greater Safety Training as 
well. The figure shows that a 10 percent higher self-reported 
level of Safety Training was associated with a 6.5 percent 
lower incidence of lost workday cases. This confirms the 
findings of the pilot study, which showed that training 
employees before their exposure to a new job situation was 
important in reducing workers' compensation claims 
(Habeck, Leahy, Hunt, Chan, and Welch, 1991, table 2). 
Finally, the figure shows that our Ergonomic Solutions vari 
able could not be significantly associated with variation in 
lost workday case incidence (no asterisk). This does not 
mean that ergonomics has nothing to contribute, but simply 
that there was no connection between ergonomic efforts, as 
measured in our instrument, and performance outcomes 
across our sample. This could be because the payoff is not 
quick enough to measure the impact of these behaviors with
the outcome data available, or because our measurement of 
the factor is inadequate.
Figure 2 
Lost Work Day Cases Per 100 Employees
Effect of 10% Change in Independent Variable
SAFETY DILIGENCE ERGONOMICS SAFETY TRAINING
p = significantly less than (more than) zero at 10% level 
* = significantly less than (more than) zero at 5% level 
** = significantly less than (more than) zero at 1% level
Figure 3 shows the same analysis for those operational 
variables associated with disability management efforts; 
Disability Case Monitoring, Proactive Return-to-work 
(RTW) Program, and Wellness Orientation. In this case, the 
Proactive RTW Program variable shows a large impact. 
Those firms reporting 10 percent greater level of achieve 
ment on the Proactive RTW Program variable demonstrated 
a 13.6 percent lower rate of lost workday cases. This highly 
significant result is impressive evidence of the potential sav 
ings deriving from an effective return-to-work effort.
On the other hand, the figure also shows that Disability 
Case Monitoring was not associated with lower incidence of 
lost workday cases. Indeed, 10 percent better achievement 
of Disability Case Monitoring was associated with 10 per 
cent higher incidence of lost workday cases in our sam- 
ple. 5This unexpected result might be explained by the 
nature of the application of case monitoring techniques. 
Careful comparison of the two dimensions of Proactive 
Return-to-work Program and Disability Case Monitoring 
leads to the observation that the Disability Case Monitoring 
elements can be thought of as the administrative or control 
ling actions by the employer, as compared to the interven 
tion or •assistive actions represented in Proactive Return-to- 
work. It is obvious that such actions can be applied in a pos 
itive People Oriented Culture, but they can also be applied 
in a more punitive, less supportive environment. This may 
mean that our measurement of Disability Case Monitoring 
does not effectively distinguish between those employers 
who apply such measures in a supportive environment ver 
sus those who use it to monitor and control their disability 
cases without the supportive culture. It is possible that the 
results of Disability Case Monitoring are different in these 
two situations.
Figure 3 
Lost Work Day Cases Per 100 Employees
Effect of 10% Change in Independent Variable
CASE MONITORING RETURN TO WORK WELLNESS ORIENTATION
p = significantly less than (more than) zero at 10% level 
* = significantly less than (more than) zero at 5% level 
** = significantly less than (more than) zero at 1% level
Figure 3 also shows that Wellness Orientation is not sig 
nificantly associated with the level of performance on lost 
workday cases. As with Ergonomic Solutions, this may 
reflect a less immediate payoff to wellness initiatives or 
simply inadequate measurement of the factor.
Lost Workdays Per Case
Figure 4 shows a lack of relationship between the policy 
and practice variables and the dimension of lost workdays 
per lost workday case. None of the operational elements, 
Disability Case Monitoring, Proactive Return-to-work Pro 
gram, or Wellness Orientation, proved to be significantly 
related to the reported average duration of disability in the 
sample firms. This is a troubling result, inasmuch as the dis 
ability management techniques were expected to demon 
strate substantial impact on duration. Since duration of lost 
workday cases is generally on the rise and creating a costly
and challenging problem for business, this finding begs for 
further research to determine the underlying causes of this 
outcome.
Figure 4 
Lost Work Days Per Case
Effect of 10% Change in Independent Variable
CASE MONITORING RETURN TO WORK WELLNESS ORIENTATION
p = significantly less than (more than) zero at 10% level 
* = significantly less than (more than) zero at 5% level 
** = significantly less than (more than) zero at 1% level
Workers' Compensation Claim Rate
Figure 5 shows the impact of relevant policy and practice 
variables on the incidence of workers' compensation wage- 
loss claims among the firms in our sample.6 The reported 
achievement of a Proactive Return-to-Work Program is 
strongly associated with a lower workers' compensation 
claim rate. For a 10 percent greater achievement in this 
dimension, a reduction of 8.7 percent in workers' compen 
sation claims incidence was measured across the firms in 
the sample. Given that Michigan has a 7-day waiting period 
for wage-loss benefits, this means that a significant number 
of workers' compensation claims can be prevented with an 
effective return-to-work program, i.e., their duration can be 
reduced below seven days. The figure also shows that the 
Disability Case Monitoring variable did not prove to have 
any significant impact on the rate of workers' compensation 
wage-loss claims across our sample. Presumably, the same 
explanation offered above would apply in this instance. 
Finally, the Wellness Orientation variable was also not 
found to be associated with the incidence of workers' com 
pensation wage-loss claims in our sample. Its coefficient 
was not significantly different from zero. Again, this may 
reflect the long-run nature of the relationship between Well-
ness Orientation and workers' compensation claims inci 
dence, or it may reflect inadequate measurement of the 
Wellness Orientation dimension in this study. It does not 
prove that Wellness Orientation has no payoff in reducing 
workers' compensation claims, it simply means that this 
study cannot supply credible statistical evidence of any con 
nection.
Figure 5
Wage Loss Claims Per 100 Employees 
Effect of 10% Change in Independent Variable
5 20
10
CASE MONITORING RETURN TO WORK WELLNESS ORIENTATION
p = significantly less than (more than) zero at 10% level 
* = significantly less than (more than) zero at 5% level 
** = significantly less than (more than) zero at 1% level
Lost Workday Rates
Because lost workdays per 100 employees is the product 
of the number of lost workday cases and their duration, it is 
the most general measure of an establishment's disability 
performance available from the MIOSHA log data. Figure 6 
displays the results for the impact of policy and practice 
operational variables on lost workdays per 100 employees. 
It draws on the conceptual model of figure 1 to select the 
leading independent variables from each intervention level, 
namely Safety Diligence, Proactive Return-to-work Pro 
gram, and Wellness Orientation.
Figure 6 shows that Safety Diligence has a very powerful 
effect on lost workday rates. A 10 percent higher self- 
reported level of Safety Diligence is associated with nearly 
a 17 percent lower level of lost workdays per 100 employ 
ees in our sample. The asterisks indicate that this coefficient 
is significantly different from zero at the 99 percent confi 
dence level. This result demonstrates that preventing an
injury in the first instance is still the best defense against 
disability. In addition, the Proactive Return-to-work Pro 
gram variable also has powerful disability reduction poten 
tial. The figure shows that 10 percent better performance on 
this dimension is associated with 7.3 percent lower lost 
workdays per 100 employees across the sample. Thus, there 
is substantial scope for reducing the duration or cost of dis 
ability, even after reducing the incidence of injuries through 
Safety Diligence.
Figure 6
Lost Work Days Per 100 Employees 
Effect of 10% Change in Independent Variable
SAFETY DILIGENCE RETURN TO WORK WELLNESS ORIENTATION
p = significantly less than (more than) zero at 10% level 
* = significantly less than (more than) zero at 5% level 
** = significantly less than (more than) zero at 1% level
On the basis of this evidence, Safety Diligence and Pro 
active Return-to-Work Program represent the two primary 
phases of disability prevention and management required 
for an effective company program. The estimated relation 
ships promise that, even with only a modest combined 
improvement of 10 percent in these efforts, a company 
might expect to achieve a reduction of 25 percent in its lost 
workday rate with this integrated and comprehensive 
approach. As observed earlier, Wellness Orientation is not 
associated with lower lost workday rates for the firms in our 
sample.
The managerial elements of organizational policy and 
practice have been ignored until now in this exposition 
because of the difficulty in measuring their independent 
effects. However, figure 7 shows the impacts of People Ori 
ented Culture and Active Safety Leadership on the number 
of lost workdays per 100 employees. For this summary
measure of disability incidence and severity, both manage 
rial elements have modest impacts. Organizations that 
scored 10 percent higher on Active Safety Leadership 
reported an average of 5.7 percent fewer lost workdays, 
while organizations that scored 10 percent higher on People 
Oriented Culture experienced 4.2 percent lower lost work 
days per 100 workers.
These effects should not be thought of as additive with 
operational variable effects, since they are not estimated in 
the same model, but this figure contributes to the growing 
evidence of the important association between these global 
environmental factors and workplace disability. As indi 
cated earlier, these managerial factors can be thought of as 
necessary, but not sufficient, conditions for good disability 
prevention and management outcomes. They are believed to 
support and encourage the development of effective disabil 
ity prevention and management systems.
Figure 7
Lost Work Days Per 100 Employees 





PEOPLE ORIENTED CULTURE ACTIVE SAFETY LEADERSHIP
p = significantly less than (more than) zero at 10% level 
* = significantly less than (more than) zero at 5% level 
** = significantly less than (more than) zero at 1 % level
In summary, these quantitative findings present powerful 
evidence of the connection between employer policy and 
practice dimensions and disability performance levels in 
this sample of 220 Michigan establishments. The results 
presented here are the highlights of the findings from the 
broader report, so they make a stronger, more consistent 
impression than is characteristic of the entire study. Still, the 
fact remains that these findings constitute strong support for 
a causal connection between company policies and prac-
tices in the injury prevention and disability management 
areas and disability performance results, as measured by the 
incidence of lost workday cases, workers' compensation 
wage-loss claims, and overall lost workday rates.
Site Visit Findings
The goal of the company site visits was to obtain an 
improved understanding of those firm-based behaviors that 
contribute to the effective prevention and control of work- 
related disability. An understanding of the operational 
details of these injury prevention and disability manage 
ment factors can assist other firms in making improvements 
in disability prevention and management performance.
Site visit selection paralleled the mail survey sample in 
that companies were chosen from each of the three size 
classifications within six industries (SIC 20 was eliminated 
due to resource constraints) resulting in 18 sampling cells. 
Next, one high- and one low-performance company were 
chosen to represent the extremes of performance in each 
cell of the sampling framework (random selection was not 
used), in order to investigate behaviors that differentiated 
employers having very different outcome experiences. The 
rate of lost workdays per 100 employees was used as the 
primary indicator for selecting high- and low-performance 
companies. A total of 36 firms were selected, and 32 firms 
were successfully visited in the spring and summer of 1992.
In larger companies the length of the visit ranged from 
four to eight hours, with three to four individuals involved 
due to specialization of function. In smaller companies typi 
cally only one or two individuals were involved, and visits 
ranged from two to four hours. The interview protocol 
included the collection of updated establishment data 
through 1991 from MIOSHA log summaries, workers' 
compensation figures, and current employment data. The 
visit included: (1) a management overview about the busi 
ness and its current economic climate, (2) an interview 
regarding initiatives for safety and injury prevention, (3) an 
interview concerning procedures for injury management 
and return-to-work, and (4) an interview regarding human 
resource management, wellness initiatives, labor manage 
ment climate, and company culture. When permitted, a tour 
of the physical work environment also occurred.
Information and data gathered in the on-site visits were 
then dictated, transcribed, summarized, and analyzed. 
Major observations and findings from the high-performance 
and low-performance firms were compiled for conclusions. 
Exemplary models, unique ideas, and helpful resources 
were also documented. Finally, the two groups of firms 
were compared on the basis of their 1989 recorded informa 
tion with respect to their disability performance (dependent 
variables), organizational characteristics (covariates), and 
achievement of the policies and practices of interest (inde 
pendent variables). These data are presented in table I.7
The comparison of means between the high- and low- 
disability firm groups verifies the substantial difference in 
their experience of injuries, disabilities, duration and costs. 
As expected, the high-disability firms have substantially 
more injuries (higher MIOSHA recordable rates). More 
notably however, they have five times more lost workday 
cases per 100 workers and roughly 2.5 times greater lost 
days per lost workday case. As a result they have 3.5 times 
more wage loss claims per 100 workers, and nearly 12 times 
more lost workdays per 100 workers. These differences cre 
ate very considerable advantages for the low-disability 
firms.
Table 1
Site Visit Firms (n=32) 








Recordables/100 ee 27 17
LWD Cases/100 ee 10 2
LWD/Case 29 12
Wage Loss Claims/100 ee 7 2
LWD/100 ee 307 24
WC Losses/Employee $839 $233
1989 Characteristics
Size (Employment) 510 1531
Multiple Plants 78% 50%
Self-Insurance 56% 29%
Average Hourly Wage $ 10.37 $11.12
Tenure <1 year 7% 14%
Tenure > 10 years 42% 48%
Turnover Rate 22% 12%


























Differences in the organizational characteristics of these 
two groups parallel the quantitative findings. The low-dis 
ability firms tend to be larger, are less frequently self- 
insured, have a slightly higher hourly wage, have a signifi-
cantly lower turnover rate, and have a lower but still sub 
stantial level of union representation. Most significantly, the 
low-disability group reports significantly more frequent 
engagement in the policies and practices of interest. In par 
ticular, they report much more frequently achieving Proac 
tive Return-to-work, Wellness Orientation (although neither 
group engages in this area with high frequency), and People 
Oriented Culture. This cluster emphasizes the human 
resource orientation present in these low-disability firms. 
They also achieve higher scores in Safety Diligence and 
Ergonomic Solutions as compared to the high-disability 
firms. The groups report more similar behavior in other 
areas, particularly Disability Case Monitoring. Taken 
together, this comparison highlights the tremendous differ 
ences across companies in their disability performance and 
supports the relationship between positive policies and 
practices and achieving better prevention and management 
of disability.
With respect to the qualitative findings from these visits, 
several observations can be made with regard to all of the 
companies visited. The competitive business conditions of 
the last few years have created an economic climate that 
poses challenging dynamics in virtually all of the organiza 
tions visited. Companies with increasing market share and 
favorable profitability, as well as companies facing declin 
ing demand, are working hard to be responsive to custom 
ers, improve product quality, and achieve efficient 
utilization of resources.
Across these groups, we observed a general shift toward 
the principles of total quality management, which has led to 
changes in traditional work cultures and roles. For example, 
as part of the quality movement many firms have shifted 
toward the use of work cells and/or work teams. This 
change in work flow has facilitated the use of job rotation, 
which in turn has helped some companies to address train 
ing and promotion opportunities, and to prevent risks of 
repetitive strain and cumulative trauma by altering work 
functions. Further, some companies have found that place 
ment of workers with restrictions has been easier to accom 
modate in a work-team concept.
Throughout our visits we observed many innovative 
measures undertaken by firms to improve their safety and 
disability performance. In fact, we noted that the high-dis 
ability firms who participated in the site visits were often 
very knowledgeable of their problems and were motivated 
to change, or were actually involved in changing, their per 
formance. Available data support the effectiveness of their 
initiatives to date. As compared to their performance in 
1989, the high-disability companies by 1991 reported sub 
stantial reductions in their recordable rate, lost workday 
case rate, and total workers' compensation costs. The low- 
disability firms by comparison held relatively steady in their 
performance measures through 1991. This, of course, is still
an achievement, since numbers in these areas were gener 
ally increasing during this time period. Thus, successful 
strategies were identified from both high- and low-disability 
firms that offer helpful suggestions for companies looking 
to improve their situation.
Successful Initiatives
Successful firms effectively use internal data to measure 
their performance, to identify their specific problems, to 
inform management, supervisors, and employees of results 
on a regular basis, and to strategically guide the actions they 
take to improve their situations. Typically, top management 
has been motivated to address safety and disability perfor 
mance because they are aware of the costs they encounter in 
these areas, and they are also aware that these costs can be 
reduced. Thus, active involvement of top management in 
the policy and practice initiatives to be undertaken is identi 
fied as critical to successful change, and providing data on 
incidence and costs is one way to secure their involvement.
Successful firms are highly rigorous in their investigation 
of injuries; more important, they emphasize an immediate 
response once problems or risks are identified. Thus, while 
policy statements have value in motivating employee atten 
tion to safety, management behavior that is responsive and 
timely is more convincing. In these firms, injury incidence 
and lost workday performance are viewed as part of both 
the company's and the individual's overall quality and pro 
duction goals.
A supportive culture was often evident in companies that 
had been successful in their efforts. In these cases employ 
ees are considered as respected and valuable members of 
the organization, and thus are provided information to help 
them understand the relationship between the company's 
safety and disability performance and the financial well- 
being of the company and its employees. The employees in 
these cultures typically identify with the goals of the organi 
zation, and they are treated as active participants in achiev 
ing these goals.
Innovative companies have moved upstream in their 
safety efforts to "design in" prevention through ergonomic 
initiatives. They have analyzed their data to identify root 
causes of their high-cost and long-duration disability cases 
and have used ergonomic solutions to remove these risk fac 
tors from their work process and equipment design. Suc 
cessful organizations have also developed management 
systems that communicate and achieve supervisory 
accountability and involvement in their safety and return-to- 
work efforts.
Successful companies have devoted extensive effort to 
developing effective working relationships with a desig 
nated, knowledgeable, and responsive health care provider. 
For some companies, this has meant the acquisition of an in-
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house provider, and for others the careful recruitment and 
selection of a community provider. Procedures to facilitate 
immediate and ongoing communication on the outcomes of 
evaluations and treatments, and recommendations and time 
frames for accommodation of return-to-work, are an essen 
tial aspect of these relationships for effective injury man 
agement. Similarly, these companies maintain an active role 
in case management, despite their use of case management 
assistance from their carrier and/or specialized case man 
agement service provider for complex or long-term cases. 
This "keeping in touch" function by the company with its 
employees seems essential to an effective program.
Finally, successful strategies for return-to-work have 
moved beyond designated light-duty jobs to more flexible 
and individualized responses to return-to-work needs. Suc 
cessful companies have made their return-to-work process 
tailored to the needs of the case, transitional in nature with a 
focus on return to productive employment, and systematic 
to insure that these efforts occur in all cases.
Remaining Challenges
Despite the many successful strategies observed and the 
significant performance results that these companies have 
obtained, several remaining challenges were identified and 
observed. To begin with, it is difficult for all companies to 
achieve consistency, quality, and coordination in their case 
management efforts, whether within the company itself or 
with external parties. Some companies have attempted to 
more carefully analyze the internal process that occurs in 
response to an incident and its management. Through this 
process they are able to identify the gaps, overlaps, and dis 
continuities in their internal efforts and achieve more coor 
dination throughout the organization. In large organizations 
this has become a significant barrier to achieving an inte 
grated system for disability prevention and management.
The vast majority of companies express frustration with 
the lack of useful workers' compensation data available to 
support their efforts. Most companies have computerized 
their MIOSHA log data and use it successfully to track and 
analyze their performance over time. However, timely and 
useful data about the incidence of workers' compensation 
cases, their medical and wage-loss costs, and their duration, 
are rarely available to individuals in the company who need 
these performance data to analyze their disability preven 
tion and management efforts. Companies are eager to 
achieve more productive service from their insurance carri 
ers or third-party administrators. They are becoming more 
assertive in their requests for responsive communication, 
technical consultation on loss prevention, and on the case 
management services they receive. At the same time, suc 
cessful companies expect to maintain adequate internal con 
trol over these processes. In fact, many have achieved 
significant reductions in their claim reserves by demonstrat 
ing their capability for internal case management and 
return-to-work performance. Clearly, new roles and partner 
ships are being forged in the traditional relationships 
between insurance carriers and their employer clients.
Regardless of performance level, companies reported an 
increasing incidence of cumulative trauma and repetitive 
motion injuries. These were almost always cited as the most 
costly and longest duration of the disabilities these compa 
nies encounter. To some extent, successful companies have 
stemmed this tide by focusing on ergonomic and health pro 
motion strategies to prevent their occurrence. However, 
every company has experienced some long duration cases 
of this nature that appear to be intractable to conventional 
interventions. Few successful strategies or innovative initia 
tives seem to have been developed for these intractable 
cases. It is interesting that little use of conflict resolution 
procedures, EAP resources, or other interventions that may 
relate to the underlying causes of some of these adversarial 
cases have been attempted, despite the fact that companies 
typically report that these cases usually involve individuals 
with poor prior work performance and attendance.
Because of concerns about the increasing incidence of 
disability resulting from cumulative trauma and repetitive 
strain, companies are often fearful of informing employees 
about signs and symptoms of their potential impending dis 
ability. However, early identification and intervention for 
these disability conditions has been identified as a far more 
effective strategy for their resolution than surgery and other 
treatments after onset of disability. Thus, opportunities for 
education and early identification of signs and symptoms is 
another component of prevention that merits further explo 
ration. The development of preventive measures for the 
individual risks of disability has not yet become an active 
part of employer strategies. However, advanced employers 
indicate it may be possible to analyze disability risks, not 
only from the perspective of identifying ergonomic needs in 
workplace design and equipment, but also in identifying 
interventions for at-risk employees targeted to their condi 
tioning and health enhancement. While some efforts along 
these lines have been introduced and found to be successful, 
they have not been widely implemented to date.
The disability prevention process requires a continuum 
of intervention that moves from safety to injury manage 
ment to return-to-work to health promotion. Generally, 
companies are most advanced in their safety initiatives, are 
devoting significant attention to their injury management 
efforts, and have implemented at least some form of a 
return-to-work program. Few have ventured into systematic 
health promotion efforts that are targeted to the particular 
injury and disability risks they confront. So it is likely that, 
as companies refine and develop their interventions across 
all phases of this continuum, and build a corporate culture
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and management support system for these efforts, further 
reductions may be obtained beyond those measured to date.
Conclusions
This study has gathered unique evidence about the inci 
dence of lost workday cases, workers' compensation wage- 
loss claims, and total lost workdays among a random sam 
ple of Michigan establishments. Further, it has shown that 
better performance on these disability outcome measures is 
statistically associated with higher degrees of achievement 
of certain company policy and practice dimensions, particu 
larly safety diligence, safety training, and proactive return- 
to-work programs. These disability prevention and manage 
ment behaviors were further explored through site visits 
with a subsample of the employers participating in the 
study. The findings of the larger survey were confirmed, and 
additional lessons learned from these case studies. This is 
the strongest evidence to date connecting employer policies 
and practices with disability performance. However, even 
this study cannot conclusively prove that firms with poor 
disability records can substantially improve their perfor 
mance by emulating the behaviors more frequently found in 
high-performance firms; only a longitudinal intervention 
study could do that. But our conclusion is that it is a reason 
able inference that if some employers are consciously trying 
to do better at preventing and managing disabilities, and 
succeeding, that other employers have this same potential.
Many employers have realized that disability incidence 
and costs are, at least to some degree, within their control. 
Some have moved aggressively to reduce the incidence and 
the costs of disability in their workplace. Dramatic results 
have been achieved, but this study also demonstrates that 
much more remains to be done. Employers who are already
at the leading edge will undoubtedly keep pushing that edge 
further out, to even lower disability incidence and lower 
costs. Employers who have not yet begun to pursue disabil 
ity prevention and management strategies in a systematic 
and diligent way will find that this is an increasing source of 
competitive disadvantage. One could argue that policymak- 
ers seeking equitable solutions to the crisis of disability 
costs should include incentives for these positive employer 
behaviors in policy initiatives. This might promise cost con 
trol that is supportive of the interests of the true stakehold 
ers in work-related disability, employers and employees. 
The challenge has been issued; disability can be managed 
and those who do it well can expect to be rewarded with 
lower disability costs, more satisfied workers, greater pro 
ductivity and, ultimately, higher profits. Our hope is that this 
study will help to show the way.
NOTES
1. SIC 20, Food Production; SIC 25, Furniture Mfg; SIC 30, Rubber & 
Plastics; SIC 34, Fabricated Metals; SIC 35, Non-Electrical Machinery; 
SIC 37, Transportation Equipment; and SIC 80, Health Services.
2. See the full technical report for these detailed results, Hunt, Habeck, 
VanTol, and Scully (1993).
3. It should be noted that these elasticity estimates are most reliable for 
relatively modest changes around the mid-point of the distribution. They 
may not be accurate for firms that are much better or much worse than 
average.
4. The study excluded restricted days from this measure. Only cases 
involving at least one day lost from work are included here.
5. The p indicates that this coefficient is significantly different from 
zero at the 90 percent confidence level (one-tailed test).
6. Medical only claims are excluded.
7. Since these establishments were not randomly selected, statistical 
hypothesis testing is not appropriate. In particular, it is not possible to gen 




Consumer Spending Sparks Growth
George A. Erickcek
Total employment remained unchanged in the five metropolitan areas of West Michigan during the third quarter. 
Still, the region's unemployment rate dropped from 5.7 percent to 5.5 percent. In the coming months, employment in 
the region's service-producing sector should expand. Meanwhile, productivity gains and longer hours will keep 
employment levels constant, at best, in the area's goods-producing sector.
The National Setting
The national economy picked up speed in the third quar 
ter, powered by a peppy consumer sector and fueled by low 
interest rates. Much of this growth was accomplished with 
out the need to hire additional workers, however. The quar 
ter's economic performance was achieved despite sluggish 
international markets, continuing declines in government 
spending, and hostile weather which caused flooding in the 
Midwest and droughts in the Southeast.
Chart 1
Real Gross Domestic Product
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The Gross Domestic Product (GDP) grew at a 2.8 per 
cent annual rate in the third quarter, after increasing at a 
slower 1.9 percent annual pace in the previous quarter. If
weather had cooperated, analysts estimate that the economy 
would have grown at a more robust 3.4 percent annual rate.
Consumer spending increased at a strong 4.2 percent 
annual rate in the third quarter. Big-ticket durable goods 
sold well in the quarter. Consumer expenditures for durable 
goods rose at a 7.5 percent average annual rate, with furni 
ture and household appliance dealers reporting a very good 
quarter. In September, appliance shipments were 14.7 per 
cent higher than last year.
Strong appliance and furniture sales are tied to a solid 
increase in home sales. New home sales jumped 20.8 per 
cent in September, reaching an annual rate of 762,000 units. 
Although monthly home sale statistics are highly volatile, 
the jump still points to an active residential market. The 
trend, ironically, may be boosted by the recent rise in resi 
dential fixed-rate mortgages to above 7 percent. Many 
fence-sitting buyers may now jump in fear that they have 
already missed the bottom in interest rates.
Residential investment also improved in the quarter, 
growing at an annual average rate of 10.1 percent. In the 
previous quarter, residential investment declined at an 
annual average rate of 9.5 percent.
Although car sales were disappointing in September, the 
problem was, in part, supply and not demand. Inventories 
are low and, particularly for General Motors, parts supply 
bottlenecks have slowed production and left dealers with 
simply not enough cars. The first 10-day period of the new 
model year saw an 8.6 percent increase in new car sales 
over last year.
Automakers plan to make 2.88 million cars and light 
trucks in the fourth quarter of 1993, up 13 percent from last 
year's level. Industry analysts estimate that 44 percent of 
the fourth-quarter production will be in light trucks, includ-
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ing minivans and utility vehicles. The Big Three are aggres 
sively trying to strip market share from foreign nameplates 
and are planning a 15.4 percent expansion in fourth-quarter 
production over last year's levels in an attempt to gain from 
the current $2,800 average cost advantage they enjoy over 
similar foreign-made models.
If the Big Three automakers can achieve their fourth- 
quarter production plans, their plants will be operating at a 
very profitable 91.4 percent capacity, as compared to only 
77.7 percent last year, hi contrast, Mazda, Toyota, and 
Nummi are planning to cut production in the fourth quarter. 
Honda's fourth-quarter production plans call for only a 6 
percent increase in production over last year, even with the 
introduction of its restyled Accord.
Chart 2
Real Per Capita Disposable Income
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Third-quarter earnings also indicate a rebounding auto 
industry. Both Ford and Chrysler reported third-quarter 
earnings in the $400 million range. General Motors also 
reported good news in that they lost only $113 million in the 
third quarter, compared to $1.1 billion in the same quarter 
last year.
Consumer spending for services increased at a 3.7 per 
cent annual rate in the quarter, although expenditures for 
medical services grew at a 4.3 percent annual rate. Finally, 
consumer spending for nondurable goods rose at a 3.4 per 
cent annual rate.
Although retail sales are up, imports rose at a very mod 
est 1.9 percent annual rate in the third quarter. Imports are 
being held back by the weakness of the dollar relative to 
several major foreign currencies, especially the yen. More 
important, consumers are buying American, not only
because of price but also because quality has vastly 
improved.
Chart 3
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SOURCE: U.S. Department of Labor.
Recent readings of consumer confidence surveys reveal a 
slightly more upbeat consumer. These readings are sup 
ported by consumers' willingness to dip into savings; when 
consumers feel better about the future, shopping malls get 
crowded. Disposable personal income grew at a 1.1 percent 
annual pace in the third quarter, substantially below con 
sumer spending in the quarter. Personal savings, as a result, 
dropped to just 3.7 percent of disposable personal income. 
In the previous quarter, personal savings accounted for 4.4 
percent of disposable personal income.
Chart 4
Michigan Employment 
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SOURCES: U.S. Department of Labor and MESC data.
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Consumer attitudes should be bolstered by recent 
employment reports. Although the national unemployment 
rate inched up to 6.8 percent in October, employment grew 
by 177,000 jobs in the month. Many analysts are encour 
aged that 7 percent of these job gains were posted in manu 
facturing; it is the first time since February that the 
manufacturing sector picked up employment. Still, the num 
bers reflect a white-collar recovery, as productivity gains 
and long workweeks postpone factory employment gains.
Indeed, healthy productivity gains are still keeping a 
tight rein on labor demand. Productivity increased at a 3.9 
percent annual rate in the third quarter and hours per week 
in manufacturing held firm at 41.4 hours.
Tight cost control measures and productivity gains 
appear to be paying off in terms of corporate earnings. The 
Wall Street Journal's sample of nearly 600 major corpora 
tions showed a 24 percent increase in the third-quarter prof 
its over last year's levels.
Corporate earnings are still below cyclical norms, how 
ever, and are being held back, in part, due to lifeless foreign 
markets, especially in Europe and Japan. Exports declined 
at an annual rate of 1.1 percent in the third quarter.
Low interest rates are encouraging further business 
investment, which may contribute to even greater produc 
tivity gains in the future. Business investment rose at a 7.2 
percent annual rate. While brick-and-mortar investment is 
still weak, investment in producer durables is strong, espe 
cially in information processing equipment. Expenditures 
for producer durables rose at a 9.0 percent annual rate in the 
third quarter.
Declining government expenditures are also causing a 
drag on the domestic economy. Government expenditures 
fell at a 6.1 percent annual rate in the third quarter, due to 
defense expenditures falling at an 8.3 percent annual rate. 
On the plus side, the federal deficits narrowed to $255 bil 
lion in fiscal year 1993, which is lower than most analysts 
had predicted. The deficit is now equal to 4.1 percent of the 
GDP, compared to 4.9 percent in 1992.
Inflation is still not a problem at this stage of the recov 
ery. The Consumer Price Index rose 2.8 percent during the 
year ending in October. The much broader GDP deflator 
rose at an even lower rate of 2.1 percent in the third quarter. 
Given that inflation is still relatively low, unemployment is 
still standing close to 7.0 percent, and government spending 
is under control, the Federal Reserve is not expected to shift 
its current position any time soon.
A positive short-term outlook is suggested by a 0.5 per 
cent rise in the government's Index of Leading Indicators in 
September. In their latest forecast for 1994 and 1995, the 
University of Michigan calls for continued but modest
growth in the coming two years. GDP is forecasted to grow 
at a 2.4 percent annual rate in 1994 and at 2.0 percent in 
1995. The University's forecasters predict unemployment 
will inch down to just 6.6 percent next year.
Outlook for Michigan
Total employment inched down 0.1 percent during the 
third quarter in the State of Michigan. Employment declines 
in goods-producing industries and government erased gains 
in the state's service-producing sectors. Continued employ 
ment gains are expected in the service-producing sectors in 
the coming months; however, goods-producing employment 
may decline further.
Employment in the state's goods-producing industries 
fell 0.4 percent in the third quarter, due to a 1.1 percent 
employment decline in durable goods production. The 
decline was reported in the state's automotive industry and 
reflects both the continuous drive by General Motors to 
reduce its workforce and temporary layoffs associated with 
model changeover industrywide. Employment in the state's 
nondurable goods-producing industries held steady in the 
quarter, and employment in construction was up a strong 2.3 
percent.
Chart 5
Michigan and West Michigan Indexes 
Second Quarter || 1993 and Third Quarter £ 
(1982=100)
1993
Michigan____West Michigan Detroit_____West Michigan 
Leading Indicators Help-Wanted Ads
The United Auto Workers have signed agreements with 
each of the Big Three. Its settlement with Ford, which set 
the pattern, included wage increases of 3 percent during the 
first year, and lump-sum payments represented roughly a 
2.5 and 2.0 percent increase in the final two years of the 
contract. New hires will receive only 75 percent of base 
wage for three years, down from 85 percent for 18 months
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Table 1
Michigan (Statewide) Statistics 













Goods-producing.................... 1,024,660 1,028,660 -0.4 1,021,740 0.3
Construction & mining ............. 134,050 131,020 2.3 127,330 5.3
Manufacturing.................... 890,610 897,630 -0.8 894,410 -0.4
Durable goods.................. 657,260 664,240 -1.1 664,790 -1.1
Nondurable goods ............... 233,350 233,400 0.0 229,620 1.6
Private service-producing ............. 2,287,050 2,277,780 0.4 2,244,450 1.9
Transportation & pub. utilities ....... 154,490 155,230 -0.5 153,840 0.4
Wholesale trade................... 197,830 199,460 -0.8 199,780 -1.0
Retail trade ...................... 737,350 737,120 0.0 727,840 1.3
Finance, insurance & real estate ...... 188,780 188,360 0.2 188,450 0.2
Services......................... 1,008,600 997,610 1.1 974,550 3.5
Government........................ 634,090 642,520 -1.3 641,760 -1.2
Total ............................. 3,945,790 3,948,950 -0.1 3,907,950 1.0
Unemployment 
Number unemployed................. 317,530 325,860 -2.6 404,370 -21.5
Unemployment rate.................. 6.8 7.0 -2.9 8.7 -21.8
State indexes 
Help-wanted ads:
Detroita ......................... 140 125 12.0 108 29.6
West Michigan (5 LMAs)........... 252 235 7.2 203 24.1
Leading indicators................... 138 140 -1.4 133 3.8
Local components:
Average weekly hours............ 42.5 42.6 -0.2 41.3 2.9
UI initial claims................. 17,619 16,272 8.3 23,626 -25.4
New dwelling unitsb ............._____37.763_________36,916__________2.3__________36,756__________2.7
SOURCES: W.E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, McGraw Hill Information Systems
Company, Detroit help-wanted index from The Conference Board and employment data from MESC. National components in Table A-3.
NOTE: Categories may not sum to total due to rounding.
a. Estimated.
b. New dwelling unit data are seasonally adjusted annual rates.
Table 2 
West Michigan (5 LMAs) Statistics
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems
Company, ad counts from five daily newspapers and employment data from MESC. National components in Table A-3.
NOTE: Categories may not sum to total due to rounding.
a. New dwelling unit data are seasonally adjusted annual rates.
16
in the old contract. Finally, the new contract sweetened 
retirement incentives.
For General Motors the contract falls short of alleviating 
two key concerns. First, the retirement incentives aggravate 
the company's already serious pension liability problem. 
Analysts estimate that GM's pension is underfunded by up 
to $24 billion. Second, the contract does not allow for more 
outsourcing of parts. GM makes about 70 percent of its 
parts in-house at union scale. Ford makes about 50 percent 
and Chrysler 30 percent. In-house production is not only 
more expensive, but some evidence suggests independent 
suppliers tend to be more innovative. With the contract, 
some analysts now expect GM to lay off 33,000 more work 
ers over the next three years, in addition to the 54,000 it 
promises to cut by mid-1995.
Employment in the state's service-producing sectors 
increased 0.4 percent in the third quarter. The communica 
tions industry continues to reduce its workforce statewide 
due to corporate restructuring. Employment in wholesale 
trade also declined. The strongest employment gains were 
reported in services, especially in the health field. Employ 
ment in government fell 1.3 percent.
Chart 6
West Michigan Employment 









-1.0% -0.5% 0.0% 0.5% 
SOURCE: Based on MESC data for 5 LMAs in West Michigan.
1.0%
The state's unemployment rate dropped to 6.8 percent in 
the third quarter, nearly matching the national rate. Over the 
past four quarters the state's unemployment rate has 
improved sharply, falling from 8.7 percent to its current 
level.
Further employment growth in the state's service-pro 
ducing sectors is indicated by strong gains in both the
Detroit Index of Help-Wan ted Advertising (12 percent) and 
in the West Michigan composite index (7.2 percent). How 
ever, employment in the state's goods-producing sectors is 
expected to decline modestly in the coming months. Michi 










The state's components of its Index of Leading Indica 
tors were mixed in the quarter. Average weekly hours of 
production workers inched down, and the number of new 
claims for unemployment insurance rose 8.3 percent. On the 
plus side, the number of new dwelling units put under con 
tract rose 2.3 percent.
The University of Michigan foresees modest employ 
ment growth in the coming year as well. Employment is 
expected to grow 1.1 percent during all of 1994.
The state legislature continues to grapple with school 
financing. The Governor's proposal calls for:
• raising the state's sales tax from 4 to 6 percent,
• establishing a statewide property tax levied on non- 
homestead properties of 16 mills,
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• raising the state's Single Business Tax from 2.35 to 
2.85 percent,
• raising cigarette taxes by 50 cents a pack, and
• establishing a real estate transfer tax of 4 percent.
The package is still being debated in Lansing. Whereas an 
increase in the sales tax and the establishment of a statewide 
property tax are likely components in the final proposal, an 
increase in the state's income tax is also very possible.
The level of school funding in the state is also at issue. 
The Governor's plan has left a $300 million shortfall in 
statewide school funding. Some legislators are calling for 
deeper cuts, while others insist the school fund should be 
increased.
Most economic developers across the state agree, how 
ever, that the current state of uncertainty is forcing some 
businesses to postpone investment decisions because they 
cannot estimate their tax liabilities.
Outlook for West Michigan
Total employment grew by only 110 workers in the five 
metropolitan areas of West Michigan during the third quar 
ter. Although several of the region's auto suppliers picked 
up employment during the quarter, employment in the 
region's goods-producing industries lost ground. The 
region's service-producing industries gained jobs in the 
quarter and are predicted to continue to do so in the coming 
months. On the other hand, employment in the region's 
goods-producing sectors is expected to hold steady at best, 
and could decline.
Employment in the region's goods-producing sectors fell 
0.6 percent in the third quarter. Construction employment 
was up; however, job losses were reported in the production 
of both durable and nondurable goods.
Employment in the region's service-producing sectors 
was up 0.6 percent due to employment gains in all major 
sectors except communications and public utilities. Finally, 
government employment was down 1.0 percent for the 
quarter.
The composite unemployment rate for the five metropol 
itan areas of West Michigan stood at 5.5 percent, which is 
substantially below that of the state and nation. While cur 
rent employment conditions are clearly better in metropoli 
tan West Michigan than statewide, its third-quarter 
performance was equally sluggish. In percentage terms, 
metropolitan West Michigan's goods-producing sectors per 
formed worse than the state's average. For example, con 
struction employment grew only 0.3 percent in the region 
compared to 2.3 percent statewide. On the other hand, 
employment in the region's service-producing sectors grew 
faster than statewide average.
In the coming months, employment in the West Michi 
gan service-producing sectors should expand; employment 
in its goods-producing sectors may stay level or decline 
slightly, however. The Index of Help-Wanted Advertising, 
which tracks employment conditions primarily in the 
region's service-producing sectors, rose 7.2 percent in the 
quarter. However, the Index of Leading Indicators, which 
monitors employment conditions in the region's goods-pro 
ducing sectors, was off 1.5 percent.
The elimination of property tax funding of public schools 
has left many communities uncertain on how to fund local 
economic development projects and programs. Property Tax 
Incremental Finance Authorities (TIFA) became a stable 
source of revenues for industrial districts and downtown 
areas across West Michigan. Under TIFA, property tax reve 
nue on new construction is captured by a special authority 
to finance infrastructure improvements or provide service 
support. For example, downtowns have used TLFAs to 
finance the construction of parking structures. Since school 
tax revenue accounted for approximately two-thirds of the 
total property tax bill, its reduction significantly reduces the 
revenue stream going to TIFA authorities.
TIFA financing was not without its critics. First, it clearly 
redirects tax revenues away from their intended purposes. In 
addition, since "in-formula" schools are fully reimbursed by 
the state for revenues lost due to a TIFA, TIFA financing 
increases the state subsidization of local schools without 
legislative approval.
Still, for many communities the loss of TIFA will be a 
major blow to their current economic efforts. The current 
administration has promised that all outstanding bond reve 
nue commitments will be met. However, an upcoming issue 




Business Cycle Turning Dates
The historical business cycle turning dates used in this report 
are those designated by the National Bureau of Economic 
Research, Inc. (NBER). They mark the approximate dates when, 
according to NBER, aggregate economic activity reached its cycli 
cal high (peak) or low (trough) levels.
Employment
In this quarterly, "employment" is used instead of the more pre 
cise term, "wage and salary employment." The MESC employ 
ment data shown refer to "jobs by place of work," or 
Qonagricultural employment.
Goods Producing: The number of workers on the payrolls 
of privately owned firms engaged in the production of durable 
or nondurable goods, construction and mining.
Private Service Producing: The number of workers on the 
payrolls of privately owned firms that provide services such as 
retail, finance, and wholesale.
Government: The estimate of the number of workers on 
national, state, or local governmental payrolls.
Index of Leading Indicators, United States
A (composite) index based on 11 major components. Marginal 
employment adjustment measures include average weekly hours in 
manufacturing employment and average weekly initial UI claims. 
One of the two job vacancy series is Help-Wanted Advertising. 
New private housing units are part of the fixed capital investment 
component. For a complete list see Survey of Current Business and 
the 1984 Handbook of Cyclical Indicators. The U.S. Department of 
Commerce, Bureau of Economic Analysis.
Initial Claims
A count of the number of new claims filed for unemployment 
insurance (UI) for regular state programs. Each initial claim filed 
indicates a new spell of unemployment for an experienced worker. 
In Michigan, to be eligible for benefits, an individual must have 
earned wages of at least 30 times the state minimum hourly wage 
during not less than 20 of the 52 consecutive calendar weeks pre 
ceding the benefit year. Each such week is termed a "credit week." 
An individual may qualify with as few as 14 credit weeks, how 
ever, if base period wages have been in excess of 20 times the state 
average weekly wage.
Michigan Employment Security Commission (MESC)
Michigan Employment Security Commission is a state agency 
that administers the Job Service and the state/federal unemploy 
ment insurance programs and provides labor market information in 
keeping with state and federal reporting requirements.
Labor Market Area (LMA)
LMAs are defined by the Michigan Employment Security Com 
mission (MESC). These definitions are currently based upon U.S. 
Census 1983 Metropolitan Statistical Area boundaries. The bound 
aries of the state's LMAs are subject to revision as of January 1994.








Kent and Ottawa Counties 
Kalamazoo County 
Muskegon County
National Association of Purchasing Management 
Selected Components Indexed
The NAPM conducts a monthly survey of purchasing managers 
from a scientifically selected sample of firms across the nation. 
Responses indicate only the direction of change; the percentage 
reporting favorable changes minus those with unfavorable changes 
plus 100 equals the index as shown in this quarterly. For those 
familiar with diffusion indexes, these indexes represent two times 
the percentage reporting a change in a favorable direction, e.g., 
more new orders. (The favorable count includes one-half of those 
reporting no change.)
Time Series
A set of numbers covering a known interval or timespan (e.g., 
months or quarters) that provide information about a well-defined 
activity, process or group. For local series that consistently change 
direction in advance of overall economic activity, see Table A-3. 
Those measuring current or past economic activity are found in 
Table A-4.
Unemployed
The number of persons in the labor force who are without a job 
or on layoff but not expecting to be called back. In order to be 
counted, an individual must be seeking work.
Vacancy Rate
The percentage of all housing units in existing homes or newly 
constructed units (visibly ready for occupancy) that are empty and 
therefore unoccupied. Vacancy rates in Michigan are determined 
by U.S. Postal Service delivery workers as part of an annual survey 
conducted for the Federal Home Loan Bank of Indianapolis and 





Total employment fell a scant 0.1 percent during the third 
quarter in the Battle Creek area, as employment gains in the 
area's private service-producing sectors were erased by 
employment declines in manufacturing and government. 
Local indicators suggest continued sluggish conditions in 
the local area for the coming months.
Employment in the area's goods-producing sector 
dropped 0.8 percent in the third quarter; however, much of 
this decline was due to temporary and statistical correction 
factors. Durable goods employment fell 0.3 percent in the 
third quarter, due solely to a one-time, temporary layoff of 
400 workers in primary metals in July. In addition, employ 
ment in the area's nondurable goods sector dropped by 1.6 
percent in the third quarter, largely due to a correction of an 
unexplained but substantial second-quarter employment 
gain in the area's large food products industry.
Chart BC-1
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Recent employment announcements from the area's 
goods-producing sector are encouraging. General Foods 
announced that it will increase its area employment by 102 
workers. In addition, several of the area auto suppliers, 
including Systex Products, II Stanley, Advanced Special 
Tools, Nippondenso, and Koyo, announced current or future 
employment expansions. On the other hand, several of the 
county's other auto suppliers are being negatively impacted 
by poor auto sales at Toyota and Honda.
Labor and management at Michigan Carton have reached 
an agreement that may keep 130 jobs in the area. Michigan 
Carton announced that it had outgrown its current 70-year- 
old facility and was looking outside the area for a new loca 
tion. Since the area's cereal industry had accounted for a 
declining share of the firm's sales and labor/management 
relations at the company had soured, a move looked immi 
nent. Fortunately, management and labor signed an agree 
ment in October, and the company recently announced that 
it is looking for a new site in the local area.
Employment in the area's service-producing sectors rose 
0.6 percent in the third quarter. Employment declines in the 
area's financial sectors were countered by gains in the other 
sectors, especially retail. Retail gain partially reflects the 
opening of a Cracker Barrel restaurant that employs 193 
full- and part-time workers.
Government employment fell 0.6 percent in the third 
quarter. Moreover, the Federal Aviation Administration has 
put its Flight Inspection Area Office stationed at W.K. 
Kellogg Airport on a preliminary closing list. Its closure 
would impact 60 workers.
The area's unemployment rate inched up to 6.5 percent 
in the third quarter, but is still below the national rate of 6.7 
percent for the quarter.
The short-term outlook calls for continued sluggish 
employment conditions in the coming months, in spite of 
the numerous jobs announced in the area's manufacturing 
sector. The Battle Creek area's Index of Leading Indicators 
fell 2.8 percent, and the area's Index of Help-Wanted 
Advertising declined 1.4 percent. The Index of Leading 
Indicators monitors employment conditions in the goods- 
producing sectors, while the Index of Help-Wanted Adver 
tising tracks conditions in the service-producing sectors.
The local components of the Index of Leading Indicators 
were mixed in the quarter. Average weekly hours of produc 
tion workers rose 1.6 percent and now stands at a remark 
able 44.4 hours per week. Nationally, the average workweek 
for production workers is 41.5 hours. However, initial 
claims for unemployment insurance rose 13.8 percent, and 
the number of dwelling units put under contract dropped 2.3 
percent in the third quarter.
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Table BC-1 
Battle Creek (Calhoun County) Statistics





































































































SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, McGraw Hill 
Company, ad count from Battle Creek Enquirer and employment data from MESC. National components in Table A-3. 
NOTE: Categories may not sum to total due to rounding. 


























Battle Creek Area 







1 Naples, FL 98.24
2 Punta Gorda, FL 84.25
184 Lima, OH 15.69
185 Johnson City-Kingsport-Bristol, TN-VA 15.67
186 Brazoria, TX 15.63
187 Battle Creek, Michigan 15.63
188 Yuba City, CA 15.43
189 Detroit, MI 15.32
190 Rocky Mount, NC 15.23
304Enid,OK -17.79
305 Casper, WY -26.66
1 San Francisco, CA




210 Battle Creek, Michigan :tf^f
211 Salem, OR















In 1992, new Bureau of Labor Statistics definitions resulted in a merger of the Battle Creek and Kalamazoo MSAs into one consolidated 
metropolitan statistical area. Accordingly, revising the above categories for the Kalamazoo-Battle Creek MSA results in a ranking of 153 
for 1981-91 employment growth and 148 in 1991 per capita income. tills





Total employment inched up 0.1 percent during the third 
quarter in Berrien County. Employment increases in the 
area's service-producing sectors offset declines in its goods- 
producing sector. A robust jump in the area's Index of Help- 
Wanted Advertising points to improving employment condi 
tions in the service-producing sector. However, sluggish 
employment conditions are expected to continue in the 
goods-producing sector.
Employment in the area's goods-producing sector fell 
0.3 percent in the third quarter, despite a 4.0 percent gain in 
employment in construction and mining. The gain in con 
struction employment is rather surprising given that con 
struction activity remained weak in the quarter. Over the 
first nine months, total construction activity is down nearly 
20 percent from last year.
Chart BH-1
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Employment in the area's manufacturing sector fell 0.8 
percent in the third quarter, due to a 2.3 percent drop in non 
durable goods employment concentrated in the area's food 
products industry.
Fortunately, recent employment announcements have 
been positive. Whirlpool expects to hire up to 70 employees 
at its Consumer Assistance Center which currently employs 
300. workers. Whirlpool also announced that it is eliminat 
ing its long-standing utilization of independent distributors
and will begin to distribute its wares directly from the fac 
tory. The move will require Whirlpool to increase its sales 
and customer service workforce nationwide.
In other reports, Hoffmann Die Casting is moving some 
of its zinc and aluminum die casting operations from Ben- 
ton Harbor to St. Joseph, increasing employment by 35 
workers in the process. In Niles, National-Standard, a wire 
producer, announced a $4.8 million expansion, generating 
up to 100 new jobs over a two-year period. Finally, Tern- 
Pace which specializes in custom glass processing, is add 
ing 15 jobs, and Imperial Printing is planning to hire 100 
temporary workers.
Employment in the area's private-service producing sec 
tors rose 0.5 percent in the third quarter. Employment gains 
were recorded in all sectors except finance, insurance, and 
real estate. Government employment remained unchanged 
in the quarter.
The area's unemployment rate dipped to 7.2 percent in 
the third quarter, although the number of unemployed 
remained the same. Still, the area has seen a sharp improve 
ment in its employment situation from a year ago when its 
jobless rate stood at 9.0 percent.
The area's Index of Help-Wanted Advertising shot up 
44.3 percent in the third quarter, suggesting expanding 
employment opportunities primarily in its private service- 
producing sectors. Employment conditions in the area's 
goods-producing sectors, on the other hand, are expected to 
remain sluggish in the coming months. The area's Index of 
Leading Indicators fell by 2.2 percent in the quarter.
The local components of the Index of Leading Indicators 
were mixed. Average weekly hours of production workers 
rose 1.2 percent in the quarter and now stands at 43.7 hours 
per week. On the downside, new claims for unemployment 
insurance rose nearly 9 percent, and the number of new 
dwelling units put under contract dropped 2.1 percent.
Benton Harbor will receive less money from business 
activity attracted into its enterprise zone due to the state's 
elimination of property tax funding of public schools. Cur 
rently, the city keeps all school property taxes paid by new 
or expanding businesses while the area public schools are 
fully reimbursed by the state. The elimination of property 
taxation for schools could cost the city $1.5 million a year.
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Table BH-1
Benton Harbor (Berrien County) Statistics 
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from 
Company, ad count from Benton Harbor Herald Palladium and employment data from MESC 
NOTE: Categories may not sum to total due to rounding. 












































F.W. Dodge Division, McGraw Hill 


























Benton Harbor Area 








2 Punta Gorda, FL
205 Grand Forks, ND-MN
206 Philadelphia, PA-NJ
207 Rockford, IL
208 Benton Harbor, Michigan
209 Los Angeles-Long Beach, CA
210 Boston-Brockton-Nashua, MA-NH
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187 Benton Harbor, Michigan
















Differing from its neighboring West Michigan MSAs, Benton Harbor was unaffected by 1992 Bureau of Labor Statistics revisions in 
MSA definitions.





Total employment grew a scant 0.1 percent during the 
third quarter in Kent and Ottawa Counties. Employment 
conditions in the area's service-producing sector should 
improve modestly in the coming months, but little employ 
ment change is expected in the area's sluggish goods-pro 
ducing sector.
Employment in the area's goods-producing sectors fell 
0.5 percent. Employment in construction rose slightly, but 
the value of total construction in the quarter was scarcely 
above last year's level. Employment in the production of 
durable goods was off 0.8 percent, primarily due to tempo 
rary layoffs in fabricated metals during July. The 1,200 
workers affected by the layoff were back on the job in 
August. Employment in nondurable goods was down 0.3 
percent in the quarter, despite strong gains in food products.
Chart GR-1
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Recent reports concerning the office furniture industry 
suggest improving sales to the lower- to middle-end of the 
market, primarily serving the needs of small-to-medium 
firms. A survey of national dealers conducted by Radley 
Resources indicates that large office furniture dealers who 
serve major companies are losing market share to retail out 
lets and catalog sales.
Haworth entered the lower-end of the market by purchas 
ing Globe Business Furniture, a Tennessee company which 
makes ready-to-assemble furniture. Globe employs 1,200
workers and had sales of just over $100 million last year. 
The purchase will enable Haworth to compete with Hon 
Industries and Steelcase's new subsidiary, Turnstone.
The large contract market is not completely dead, how 
ever. The Knoll Group won a major $9 million contract with 
the United Parcel Service, with 20 percent of the work being 
assigned to its West Michigan production facilities.
In other business announcements, Rapistan Demag Cor 
poration won a major contract with the Dupont Company 
for material handling systems. Even before being awarded 
the contract, Rapistan has hired an additional 130 workers 
since May. On the downside, Inverness Castings Group, an 
auto supplier of zinc parts, will close or be sold. Cost cut 
ting in the auto industry and a change to lighter metals are 
the primary reasons cited for the potential elimination of 
166 workers. In addition, International Paper announced 
that it is closing its Grand Rapids label manufacturing plant, 
affecting 77 workers.
Employment in the area's private service-producing sec 
tors was up 0.6 percent in the third quarter, with gains 
reported across the board. However, government employ 
ment was down 0.5 percent in the quarter.
The number of persons unemployed dropped below 
20,000 in the two-county area, and its unemployment rate 
dipped below 5.0 percent to 4.9 percent.
Modest employment gains in the area's service-produc 
ing sectors are reflected in a 3.7 percent rise in the area's 
Index of Help-Wanted Advertising. However, the area's 
Index of Leading Indicators was off 0.8 percent, suggesting 
little to no improvement in goods-producing employment.
The September and October readings of the Grand Rap 
ids Purchasing Manager's survey paints a more positive pic 
ture. The monthly survey reported that both orders and 
employment plans have improved sharply.
Finally, in a show of regional cooperation Ottawa 
County has requested that $1 million of its federally funded 
community development monies be given to the City of 
Wyoming in Kent County to assist Diesel Technology 
Incorporated (DTT) in expanding and creating 400 new jobs. 
In return, the company has agreed to conduct a "good-faith 
effort" to hire 100 Ottawa County workers.
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Table GR-1 
Grand Rapids (Kent & Ottawa Counties) Statistics






































































































SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill 
Company, ad count from Grand Rapids Press and employment data from MESC. National components in Table A-3. 
NOTE: Categories may not sum to total due to rounding. 
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50 Grand Rapids, Michigan
51 Portland, ME















1 San Francisco, CA
2 West Palm Beach-Boca Raton, FL
85 Louisville, KY-IN
86 Racine, WI
87 Green Bay, WI
88 Grand Rapids, Michigan
89 Huntsville, AL
90 Charlotte-Gastonia-Rock Hill, NC-SC














In 1992, new Bureau of Labor Statistics definitions resulted in a merger of the Grand Rapids and Muskegon MSAs, along with Allegan 
County, into one consolidated metropolitan statistical area. Accordingly, revising the above categories for the Grand Rapids-Muskegon- 
Holland MS A results in a ranking of 68 in 1981-91 employment growth and 116 in 1991 per capita income.





Total employment did not budge during the third quarter 
in the Kalamazoo area. Gains in the service-producing sec 
tor just offset declines in the area's goods-producing and 
government sectors. Employment is expected to pick up in 
the coming months, however, especially in the area's ser 
vice-producing sectors.
Employment in the Kalamazoo area's goods-producing 
sector fell 0.7 percent in the third quarter due to employ 
ment declines in both construction and durable-goods man 
ufacturing. Employment in the area's nondurable goods 
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Total
D Percent Change, Second to Third Percent Change, Third to Third
The drop in construction employment is surprising given 
the 28 percent jump in housing starts for the quarter and the 
continued construction activity on the Arcadia Commons 
Project in downtown Kalamazoo. However, the drop in 
employment is reflective of a poor construction year, where 
the value of total construction over the first nine months is 
nearly 20 percent below last year's levels.
Employment in the area's durable goods manufacturing 
sector fell 3.0 percent, due mostly to the continued downsiz 
ing of the General Motors Comstock Township plant. As of 
mid-September, 550 workers have left the auto stamping 
plant this year. According to a community survey, 47 per 
cent of those who have retired, 22 percent are reemployed
or self-employed, and 21 percent are unemployed. The plant 
now employs approximately 2,100 workers.
In October, GM announced that it will extend the life of 
the stamping facility for three more years, through mid- 
1998. However, plant employment will drop to about 1,100 
workers by mid-1994.
Reports from the other area auto suppliers are positive. 
Summit Polymers, a plastic parts producer, broke ground on 
a $7.5 million expansion. The company is expected to bring 
150 to 200 jobs into the area. The plastics company already 
employs 750 workers. Checker Motors, a metal fabricator, 
has called back at least 80 workers.
Outside of autos, Beach Products announced that it will 
add 300 workers to its current workforce of 500. The com 
pany, which makes paper party products, had considered 
moving out of the area. CM Industries announced that it will 
build a new plant to assemble medical equipment and will 
employ as many as 100 workers.
On the downside, the Upjohn Company will cut 400 
local employees from its local employment rolls, primarily 
through attrition and existing workforce reduction efforts. 
Upjohn is cutting 1,500 workers worldwide, but is leaving 
unharmed its research and development activities. Employ 
ment reductions at the company reflect the general sluggish 
ness of the pharmaceutical industry as Pfizer, Eli Lilly, 
Merck, and Bristol-Myers Squibb have announced even 
larger employment cutbacks nationwide.
Employment in the area's service-producing sectors rose 
0.6 percent in the quarter as employment gains were 
recorded across all major sectors. Government employment 
fell 1.1 percent in the quarter.
Despite the lack of job growth, the area's unemployment 
rate inched down to 4.1 percent in the third quarter, well 
below the national rate of 6.7 percent.
The area employment outlook is positive. The Index of 
Help-Wanted Advertising rose 11.2 percent in the quarter, 
indicating further job gains in the area's service-producing 
sector. Moreover, the area's Index of Leading Indicators 
increased 3.2 percent suggesting improving employment 
conditions in the area's goods-producing sector.
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Table K-l
Kalamazoo (Kalamazoo County) Statistics 



















































































SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, 
Company, ad count from Kalamazoo Gazette and employment data from MESC. National components in Table A-3. 
NOTE: Categories may not sum to total due to rounding. 
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In 1992, new Bureau of Labor Statistics definitions resulted in a merger of the Battle Creek and Kalamazoo MSAs into one consolidated 
metropolitan statistical area. Accordingly, revising the above categories for the Kalamazoo-Battle Creek MS A results in a ranking of 153 
for 1981-91 employment growth and 148 in 1991 per capita income.





Total employment fell 0.5 percent in the Muskegon area 
during the third quarter. Modest employment gains in the 
area's service-producing sectors were more than erased by 
employment declines in its goods-producing and govern 
ment sectors. The area's service-producing sector should see 
continued growth; however, sluggish employment conditions 
are expected to continue in the goods-producing sectors.
Employment in the Muskegon area goods-producing sec 
tor fell 1.8 percent in the third quarter. Construction 
employment fell by nearly 2 percent, reflecting, in part, a 
9.4 percent decline in the quarter's housing starts. Still, con 
struction activity during the first nine months of 1993 is 67 
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Employment declines in manufacturing were concen 
trated in the area's large durable goods sector. Part of the 
decline was strike-related. A strike at Sealed Power Tech 
nologies ended in October. Unfortunately, the plant, which 
formerly employed 220 workers, will likely close in mid- 
1994 due to its loss of a contract with GM. In addition, T & 
N Group of Companies of the United Kingdom is cutting 
another 30 white-collar positions at the former Piston Ring 
Co. In Ottawa County, the Thomas & Belts Company's 
Spring Lake facility, which produced molded rubber prod 
ucts, was purchased and immediately closed by Eagle 
Industries at the cost of 100 jobs.
SPX Corporation continues to sell off divisions as it 
focuses on specialty service tools and engineered compo 
nents business. It sold Sealed Power Replacement Division, 
a replacement parts distribution network, to Federal Mogul. 
The sale put some 100 management positions at SPX in jeop 
ardy. On the plus side, SPX is recalling about 125 production 
workers.
Not all reports were negative, however. Lomac Incorpo 
rated, a chemical processing plant, and Eagle Alloy, a steel 
casting company, reported employment gains. Moreover, 
the Knoll Group has called back all its laid-off workers and 
is hiring 60 temporary workers.
Employment in the area's private service-producing sec 
tor rose a modest 0.2 percent in the quarter. A 3.1 percent 
decline in the area's transportation and public utilities sector 
was countered by employment gains in services and whole 
sale trade. The GTE Muskegon office lost its regional divi 
sion status due to corporate restructuring, but this had little 
impact on area employment. Finally, government employ 
ment fell 0.5 percent in the quarter.
Despite employment declines, the area's unemployment 
rate fell to 9.4 percent in the third quarter. These seemingly 
contradictory statistics suggest that more Muskegon County 
workers are commuting to neighboring communities to 
work and/or some unemployed workers are becoming dis 
couraged and dropping out of the labor force.
The short-term employment outlook is mixed. Increased 
employment in the area's service-producing sector is indi 
cated by a 5.2 percent increase in the Index of Help-Wan ted 
Advertising. However, the area's Index of Leading Indica 
tors fell 2.8 percent, suggesting further but modest employ 
ment reductions in the goods-producing sectors.
The local components of the Index of Leading Indicators 
were mixed. Average weekly hours of production workers 
rose slightly, but so did new claims for unemployment 
insurance. Housing starts were also negative.
Last summer proved to be a good tourist season accord 
ing to most indicators. Information requests at the 
Muskegon area's traveler bureau were up 25 percent over 
last year, and room occupancy of area lodging places grew 
by 8 percent based on an area survey.
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Table M-l
Muskegon (Muskegon County) Statistics 













































































SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, 
Company, ad count from Muskegon Chronicle and employment data from MESC. National components in Table A-3 
NOTE: Categories may not sum to total due to rounding. 



























































2 Punta Gorda, FL
248 Jacksonville, NC^|il||§|lli|
249 Great Falls, MT ' I1!|11|§1|
250 Alexandria, LA '."' '''%||!|||l!
251 Muskegon, Michigan "••"•*'°fy r: :'
252 Parkersburg-Marietta, WV-OH
253 Pittsfield, MA ^mM^fiA
254 Altoona, PA











1 San Francisco, CA
2 West Palm Beach-Boca Raton, FL
264 Steubenville-Weirton, OH-WV
265 Terre Haute, IN
266Joplin, MO "'' ;''"|lll!l|
267 Muskegon, Michigan ? f " ;
268 Grand Forks, ND-MN
269 Yuba City, CA . JiMI-
270 Texarkana, TX-Texarkana, A!
304 Laredo, TX
305 McAllen-Edinburg-Missipn, TX
In 1992, new Bureau of Labor Statistics definitions resulted in a merger of the Grand Rapids and Muskegon MSAs, along with Allegan 
County, into one consolidated metropolitan statistical area. Accordingly, revising the above categories for the Grand Rapids-Muskegon- 
Holland MSAresults in a ranking of 68 in 1981-91 employment growth and 116 in 1991 per capita income. ^^^:^4^£.--:-
SOURCE: U.S. Department of Commerce, Bureau of Economic Analysis.
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Table A-l 
Index of Help-Wanted Advertising (1982=100)









































































































SOURCES: West Michigan indexes based on ad counts from the Battle Creek Enquirer, Benton Harbor Herald Palladium, Grand Rapids Press, Kalamazoo 
Gazette, and Muskegon Chronicle; United States and Detroit indexes derived from (1967=100) series of The Conference Board.
Table A-2
Index of Leading Indicators (1982=100) 
(Rounded)






























































































SOURCES: National index from U.S. Department of Commerce, all others from the W.E. Upjohn Institute.
Technical Note 
As presently constituted, the components and the range of weights used in the Indexes of Leading Indicators are as follows:
1. Average weekly hours of production workers in manufacturing. A separate series is used for each metropolitan area and for 
the State of Michigan. Weights range from .32 to .45.
2. Initial claims for unemployment insurance (inverted). A separate series is used for each metropolitan area and for the State 
of Michigan. Weights range from .08 to .12.
3. New dwelling units put under contract (4-term trailing average). A separate series is used for each metropolitan area and
for the State of Michigan. Weights range from .04 to . 12.
In addition, each area's index includes the following national measures:
4. The proportion of firms reporting an increase in new orders. Weights range from .09 to .13.
5. The proportion of firms reporting an increase in purchased materials prices. Weights range from .09 to .13.
6. The proportion of firms reporting an increase in purchased materials inventories. Weights range from .09 to .12.
7. The proportion of firms reporting a change in vendor performance (slower delivery time). Weights range from . 10 to . 14.
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Table A-3 
Components of the Index of Leading Indicators
1. Average Weekly Hours of Production Workers






































































































2. Initial Claims for Unemployment Insurance (Average per week)








































































West Michigan, 5 LMAs . 
Michigan .............
United States ..........
3,005 2,196 2,361 2,742 3,105 2,856 2,856 2,573 2,099 2,106 2,121 
29,289 17,053 17,276 21,198 26,628 24,104 23,626 23,893 16,265 16,272 17,619 
430,975 304,940 316,880 368,050 443,680 422.480 434.360 412.690 350,540 367,320 398,700 
3. New Dwelling Units - Put Under Contract
Annual averages (Selected years) By quarter (Seasonally adjusted annual rate)
























































































4. National Purchasing Management Association Survey (Selected components indexed)8
Annual averages (Selected years) By quarter (Adjusted for seasonal variations)
Component


























































SOURCES: Average weekly hours and initial claims based on information from Michigan Employment Security Commission; number of housing units put 
under contract, F.W. Dodge Division, McGraw Hill Information Systems Company; survey data from the National Association of Purchasing Management. 
Seasonal adjustments by the Institute.
a. Survey results shown here are based on percent reporting conditions favorable to economic growth minus percent reporting conditions unfavorable to eco 
nomic growth plus 100.
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Table A-4 
Employment Data for West Michigan Labor Market Areas and Michigan
(Thousands of jobs - by place of work)
Total Employment8
Annual averages (Selected years) By quarter (Adjusted for seasonal variations)
Labor market area










































































660.4 654.5 661.2 661.3
3,949.2 3,865.7 3,904.1 3,908.0
664.5 667.7 670.6 670.7
3,932.6 3,958.7 3,949.0 3,945.8
Goods-Producing Employment1*








































































































































































West Michigan, 5 LMAs 
Michigan .............
261.5 331.4 353.3 365.0 366.0
1,667.1 2,097.5 2,177.6 2,231.1 2,206.3
372.1 372.6 375.5 376.9 378.7 380.9
2,242.8 2,244.5 2,262.2 2,281.1 2,277.8 2,287.1
Government Employment
































































































SOURCE: Michigan Employment Security Commission. Seasonal adjustments by the Institute.
NOTE: Annual employment statistics are adjusted to reflect MESC's final average annual employment figures. Quarterly estimates are subject to change due
to the addition of current quarter employment estimates.
a. Components may not add to totals because of rounding.
b. Manufacturing and construction and mining.
c. Transportation and public utilities; wholesale trade; retail trade; finance, insurance, and real estate; and services.
32
Table A-5 
Vacancy Rates for Selected Metropolitan Labor Market Areas in Michigan


































































SOURCE: 1990 U.S. Census Summary Tape File 1A.
""Includes vacant seasonal, recreational, or occasional use housing units.




































































SOURCE: Federal Home Loan Bank of Indianapolis.
NOTE: Vacancy rates for United States are not strictly comparable. In 1991 vacancy rates published by U.S. Department of Commerce show rental housing 
vacancy rates for the first, second, third, and fourth quarters of 1991 at 7.5, 7.3, 7.6, and 7.3 percent. Homeowner housing vacancy rates for the same periods 
were 1.7, 1.8,1.8, and 1.6 percent.
Table A-6
Population by Age Groups 
Five Metropolitan Areas in West Michigan
Percent Distribution
Area
Battle Creek (Calhoun) ....




. . . 1990
1980 
. . . 1990 
1980 
. . . 1990
1980 
, . . 1990
1980 
, . . 1990
1980 
. . . 1990
1980 











































































































SOURCES: 1980 Census General Population Characteristics and 1990 Census. Summary Tape File 1A from the Michigan State Office of Management and
Budget.
NOTE: The 1980 and 1990 population figures for each of the metropolitan areas is shown on Table A-l 1.
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Table A-7





Transportation & public utilities
Finance, insurance & real estate
Total earnings by place of work .....
Ben-Jen Calhoun Kalamazoo
$21,711 $8,955 $24,975 
1,783,513 1,819,339 3,441,061 
1,552,321 1,486,155 2,972,111
6,857 3,966 17,734 
5,694 3,490 3,073 
66,654 72,467 150,422 
689,557 671,078 1,285,110 
148,456 428,430 768,506 
541,101 242,648 516,604 
112,694 113,217 110,761 
66,402 50,741 130,873 
174,543 166,302 283,947 
58,148 90,524 177,616 
371,772 314,370 812,575 





















































SOURCE: U.S. Department of Commerce, Bureau of Economic Analysis. 
Table A-8 
Consumer Price Index
Consumer Price Index (CPI), U.S. City Average (1982-84=100)
Year
Annual 
Avg. Jan. Feb. March April May June July Aug. Sept. Oct. Nov. Dec.




















101.9 102.4 102.6 103.1 103.4 103.7 
105.5 106.0 106.4 106.9 107.3 107.6 
109.6 109.3 108.8 108.6 108.9 109.5 
111.2 111.6 112.1 112.7 113.1 113.5 
115.7 116.0 116.5 117.1 117.5 118.0 
121.1 121.6 122.3 123.1 123.8 124.1 
127.4 128.0 128.7 128.9 129.2 129.9 
134.6 134.8 135.0 135.2 135.6 136.0 
138.1 138.6 139.3 139.5 139.7 140.2 


















































101.6 101.8 101.8 102.1 102.5 102.8 
104.9 105.4 105.9 106.3 106.7 107.0 
108.9 108.5 107.9 107.6 107.9 108.4 
110.0 110.5 111.0 111.6 111.9 112.4 
114.5 114.7 115.2 115.7 116.2 116.7 
119.7 120.2 120.8 121.8 122.5 122.8 
125.9 126.4 127.1 127.3 127.5 128.3 
132.8 132.8 133.0 133.3 133.8 134.1 
136.0 136.4 137.0 137.3 137.6 138.1 






























SOURCE: Bureau of Labor Statistics, U.S. Department of Labor.
NOTES: Monthly data are shown above unadjusted for seasonal variations. Unadjusted CPI data are used extensively for escalation purposes. Although the
CPI is often called the "Cost-of-Living Index," it measures only price change, which is just one of several important factors affecting living costs. All CPI
series are linked historically to the original CPI Index for Urban Wage Earners and Clerical Workers.
These series contain no revision but are reprinted for the convenience of the user.
PERCENT CHANGE: Movements of these indexes from one time period to another are usually expressed as percent changes rather than changes in index
points. Index point changes are affected by the level of the index in relation to its base period while percent changes are not. Examples of computation follow:
[l08.6 (1986 annual avg.)- 106.9 (1985 annual avg.)] x 100 = 1.6% change 1985 to 1986, CPI-W. 
106.9 (1985 annual avg.)
[l09.3 (1986 December) - 108.6 (1985 December)] x 100 = 0.6% change December 1985 to December 1986, CPI-W. 
108.6 (1985 December)




Selected Labor Market Indicators 
(Not adjusted for seasonal variations)
Average for manufacturing production workers8 
September 1993
Labor market area























































































SOURCES: U.S. Department of Labor and the Michigan Employment Security Commission (most recent benchmark).
a. Preliminary. Earnings include overtime and part-time wages.
b. Seasonally adjusted rate for U.S. was 6.8 percent in July 1993 and 6.6 percent in September 1993. Seasonally adjusted rate for Michigan was 7.3 percent in
July 1993 and 6.7 percent in September 1993.
Table A-10
Commercial Banking Data 
Second Quarter 1993





. . . . . $44,810
. . . . . 14,605
. . . . . 18,477
. . . . . 10,492
. . . . . 1,236
. . . . . 50,929
. .... 21,956
. . . . . 129
..... 2,406
. . . . . 4,092




























































SOURCE: Federal Reserve Bank of Chicago.
a. Reported data include deposits and assets in all branches of banks with home offices in the five labor market areas (LMAs).
b. Total transaction accounts include demand deposits, automated teller accounts, and NOW accounts.
c. Nontransaction savings include money market depository accounts (MMDAs) and IRAs.
d. This category includes both time certificates and open-time certificates over $100,000.
e. Includes loans made to depository institutions, leases, and bankers' acceptances, and unearned income.
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Table A-ll 




Benton Harbor (Berrien County). . . .
Ottawa County. ...............
Nonmetropolitan






















































































































































































































SOURCES: Michigan Association of Realtors and the Muskegon Board of Realtors.
36
Construction Index 
Third Quarter 1983 - Third Quarter 1993
Battle Creek Area
1984 1985 1986 1987 1988 1989 1990 1991 1992 1993
Total Residential Total Nonresidenrial
Benton Harbor Area
1000
1984 1985 1986 1987 1988 1989 1990 1991 1992 1993
il Residential Total Nonresidential I
Grand Rapids Area
400
1984 1985 1986 1987 1988 1989 1990 1991 1992 1993
J Residential Total Nonresidential |
Kalamazoo Area
1000
1984 1985 1986 1987 1988 1989 1990 1991 1992 1993
Total Residential Total Nonresident!ial I
Muskegon Area
1984 1985 1986 1987 1988 1989 1990 1991 1992 1993
Total Rii esidential Total Nonresidential I ———— """" •
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